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The Chinese Government on August 19 announced the 
adoption of a new managed gold standard currency to 
be known as the “gold yuan,” with a gold content of 
0.222170 gram. The new currency is to be backed by 
100 per cent reserves consisting of a minimum of 40 per 
cent in gold, silver, and foreign exchange, and the 
remainder in negotiable instruments. The total note issue 
is to be limited to 2,000 million gold yuan. A Note 
Issue Reserve Supervisory Commission, made up of 
Government and civic representatives, will be estab- 
lished to conduct a monthly inspection and to have 
custody over the reserve. All legal tender notes (fapi) 
outstanding on August 19 are to be redeemed at the rate 
of three million for one gold yuan; and Northeast Cir- 
culation Notes, at the rate of 300 thousand for one 
gold yuan. 

Gold, silver, silver dollars, and foreign currencies held 
by the people are to be either surrendered to the Gov- 
ernment at the rate of 4 gold yuan to one U.S. dollar, 
or deposited with Government banks for the payment of 
licensed imports and for other legitimate use. The im- 
port and export of gold and silver are to be prohibited. 
Furthermore, foreign exchange assets held abroad by 
Chinese nationals are to be registered with the Central 
Bank of China and controlled by the Bank. Reasonable 
and appropriate utilization of such assets will be ap- 
proved for private needs as well as national interests. 
Violations shall be dealt with strictly. 


EUROPE 


Regulation of French Taxes 


Article 7 of the Law voted on August 11 by the 
French National Assembly and later revised by the Coun- 
cil of the Republic was modified on August 18. The 
Assembly accepted the amendment, proposed by the sec- 
ond Parliamentary chamber, under which the right to 
regulate taxes without approval by the Parliament is to 
be added to the list already voted on August 11 (see 
International Financial News Survey, Vol. 1, No. 8, 
p. 57). The importance of the measure is that it pro- 
vides means for sweeping reforms in the tax system and 
that it makes achievement of these reforms possible 
during the parliamentary recess so that there is a chance 
that the 1949 budget will be presented to the Parliament 
by December 10, 1948. It must be remembered that the 
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China Adopts New Gold Yuan Currency 


- France’s exports and would aid her foreign exchange 


August 26, 1948 


The announcement of the new currency was accom- 
panied by a set of emergency measures covering finan- 
cial and economic reforms. Drastic measures will be 
adopted to control and stabilize prices, salaries, and 
wages, which, after conversion in terms of gold yuan, 
will not be permitted to increase without approval by 
the authorities in charge. Payments of salaries and wages 
on the basis of changes in the cost-of-living index will be 
discontinued in all public and private institutions. Sal- 
aries of civil employees and the Army personnel are to 
be adjusted and improved. 

Special attention will be paid to economic and bank- 
ing control, particularly with respect to the nature and 
amount of credits extended by Government and com- 
mercial banks, the elimination of banks either inade- 
quately capitalized or improperly operated, the lower- 
ing of market interest rates, and the adjustment of 
domestic remittance charges. 

The taxation system is to be overhauled, civil and 
army personnel are to be reduced, and other measures 
of financial retrenchment and control are to be strength- 
ened in an attempt to make revenues cover at least two 
thirds of expenditures. 

Sources: Chinese News Service, Special Release, New 
York, N.Y., August 19 and 20, 1948; The 
Journal of Commerce, New York, N.Y., August 
20, 1948; The Wall Street Journal, New York, 
N.Y., August 20, 1948. 


budget for 1947 was not voted until August 14, 1947, 

and that the budget for 1948 has not yet been com- 

pletely approved. 

Source: The Wall Street Journal, New York, N.Y., 
August 19, 1948. 


Prospects For French Textile Industry 


The targets of the important French textile industry, 
which employs nearly 600,000 persons and accounts for 
20 to 25 per cent of the country’s total exports, are 
production of 600,000 tons and exports of 170,000 tons 
in 1952 (1938 production amounted to 530,000 tons 
and exports to 100,000). These targets would not only 
raise home consumption to the prewar level of 430,000 
tons (1947 home consumption was about 350,000 tons), 
but they would make possible a substantial increase in 
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problem. In 1947, wool, cotton, and silk imports to 
France (excluding those from the franc area) were 
valued at 44.2 billion francs, while the value of her tex- 
tile exports (franc area excluded) was only 35.8 billion 
francs, leaving an adverse balance of 8.4 billion to be 
paid either in dollars (cotton) or sterling (wool). 

Modernization of equipment would make possible an 
increase of output and the balancing of requirements 
and needs; but, up to the present, lack of physical re- 
sources (allocations of steel to the textile industry in 
1947 amounted to 26,481 tons against needs estimated 
at 40,000 tons) and of foreign exchange has hampered 
modernization. It has been estimated that in 1947 the 
textile industry required credits of $75 million to buy 
equipment abroad, but only $29.5 million was avail- 
able: $10 million was available under payment agree- 
ments (Switzerland, United Kingdom, Belgium, Italy) 
and $19 million represented the 10 per cent of foreign 
exchange retained by exporters for equipment purposes. 

The specific long-run problems of the various branches 
of the industry are as follows: the cotton industry needs 
replacement of about 25 per cent of the existing equip- 
ment and a substantial increase in manpower; the rayon 
industry has to be expanded and given a priority; the 
wool industry has to be re-equipped, to raise output by 
25 per cent above the 1937 level in order to meet home 
consumption requirements; and for the silk industry, a 
resumption of raw silk imports is necessary to allow a 
revival of exports. 


Sources: Moniteur Officiel du Commerce et de I’Indus- 
trie, Paris, France, July 29, 1948; Le Monde, 
Paris, France, August 16, 1948; Deuxieme Rap- 
port Semestriel sur la Realisation du Plan de 
Modernisation, Paris, France, 1948. 


Wages in Norway 


At the end of 1947 average hourly earnings for male 
industrial workers in Norway were NKr 3.03, compared 
with NKr 1.71 in 1938, and for female industrial work- 
ers, NKr 1.80, against NKr 0.94 in 1938. A new agree- 
ment on wages, signed early in 1948, provided for an 
average hourly increase of NKr 0.03, which will mean 
an increase of 78 per cent over 1938 for the earnings of 
male workers in the first quarter of 1948, and of 95 
per cent for female workers. The cost-of-living index has 
increased by about 60 per cent since 1938. 

Wages of farm laborers, which before the war were 
relatively lower than those of industrial workers, have 
increased about 234 per cent. A further increase will 
probably occur this fall. The Farm Laborers’ Union is 
demanding an increase of about 15 per cent. 


Source: The Economic Coordination Council Economic 
Survey, First Half Year 1948, Oslo, Norway, 
July 1948. 
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Restrictive Measures on 
Belgian-Argentine Trade Relations 


The rapid aggravation of the Argentine payments posi- 
tion with respect to Belgium in the last few weeks (see 
International Financial News Survey, Vol. I, No. 8, 
p. 58) has caused restrictive measures on the granting 
of trade and exchange permits to be applied in both 
countries, since Argentina is in no position to finance 
with dollars substantial imports from Belgium. 

The first restrictive measures were taken by the Ban- 
que Nationale de Belgique which issued instructions on 
July 20 to Belgian banks to the effect that credits for 
exports to Argentina were to be opened only against 
deposits with those banks to the full value in Belgian 
francs of the intended exports, so as to ensure that Ar- 
gentine obligations would not exceed her Belgian franc 
resources. Similar measures were taken by Argentina’s 
Central Bank at the beginning of August; until further 
notice, imports from the Belgian franc area are subject 
to study, instead of permits being granted automatically 
as had been done previously. Credits already opened, 
even if the goods financed have arrived in the country, 
are also subject to reconsideration. 


Sources: Agence Economique et Financiere, Brussels, 
Belgium, August 16 and 17, 1948. 


Trade Agreement Between 
Belgium and Bizone Germany 


A trade agreement between Belgium and the Anglo- 
American Zone of Germany, which had been drawn up 
in June, has been signed in Berlin. Under this agree- 
ment, which covers a 12-month period, Belgium will ex- 
port to the Bizone goods with a value equivalent to $84 
million, and will import goods valued at $78 million. 
Her exports will be chiefly superphosphates, basic slag, 
and railway rolling stock, and her imports from the 
Bizone will include coal, optical instruments, electric 
motors, and hops. Charges in respect of port facilities 
in Antwerp and Ghent are not included in the agreement, 
and discussion is still proceeding on the question of allow- 
ing Germany’s transit trade to pass through Antwerp. 
Source: The Financial Times, London, England, August 

13, 1948. 


Exchange Rate for Foreign Remittances to 
Western Germany Under Discussion 


The Bank of German States disclosed on August 11 
that foreign remittances into the U.S., British, and French 
Zones of Germany will soon be permitted. It is believed 
that the Federal Reserve Bank of New York will be au- 
thorized to accept U.S. dollars or other free currencies 
for transmission to Western Germany. 

Although up to the present the Allied authorities have 
refused to fix an international exchange value for the 
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Deutsche mark, it now appears that for the conversion 
of foreign remittances, they intend to use the rate of 
30 U.S. cents per DM, originally established for the in- 
ternal settlement of foreign trade transactions with Ger- 
man exporters and importers (see /nternational Financial 
News Survey, Vol. I, No. 8, p. 59). The U.S. Military 
Government is selling Deutsche marks to Allied person- 
nel in Germany at this rate, enforcing it by Army regu- 
lations under which unofficial monetary transactions are 
subject to penalties. 

The value of the Deutsche mark on the free money 
market in Switzerland now ranges between 6 and 8 U.S. 
cents, and on the German black market it can be bought 
or sold against dollar bills at 7 to 8 U.S. cents. 


Source: New York Herald Tribune, Paris, France, 
August 12, 1948. 


Currency Reform in Eastern Germany 


Following the currency reform in Western Germany, 
the Soviet authorities carried out a separate reform in 
Eastern Germany and Berlin, which was completed 
toward the end of July with the introduction of a new 
mark, called the “Deutsche Mark der deutschen Noten- 
bank.” The per capita quota of notes converted at the 
rate 1:1 was fixed at 70 marks; additional currency 
holdings up to RM 5,000 were converted at 10:1, and 
amounts exceeding that figure will be released for con- 
version only after it has been established that they have 
been lawfully acquired. 

The general conversion rate for current accounts was 
set at 10:1 up to 5,000 marks, and amounts above this 
limit will be scrutinized in the same way as notes, as to 
lawful acquisition. For certain categories of current 
accounts, however, preferential conversion rates were 
established: funds of authorities. and accounts of pub- 
licly owned enterprises were converted at 1:1; funds of 
social insurance institutions at the rate of 2:1; and 
funds of state-owned insurance corporations at 5:1. 
Funds of party and labor organizations, as of May 1, 
1948, were converted at 1:1, but amounts credited to 
them after that date at 10:1. The capital and reserve 
funds of the statecowned German banks were con- 
verted at 1:1. 


Special conversion rates were also established for sav- 
ings deposits: 1:1 up to RM 100, 5:1 up to RM 1,000 
(after deduction of the first RM 100), and 10:1 up to 
RM 5,000; higher amounts are subject to scrutiny. 

Special regulations govern current and savings ac- 
counts established prior to May 9, 1945 (old accounts), 
which have been blocked since the beginning of the oc- 
cupation; they will be converted at 10:1, with balances 
exceeding RM 3,000 being examined before conversion. 
These old balances, however, will not be released, but 
debt certificates will be issued in their place; the terms 
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of issue and redemption of the debentures have not been 
announced, 


The currency reform left prices, wages, salaries, and 
taxes unchanged. Germany’s internal debts created before 
May 9, 1945 and her foreign debts were not affected; 
neither, as a rule, were internal debts entered into since 
May 9, 1945, with the exception of loans granted under 
the land reform, which were converted at 5:1, and insur- 
ance policies, converted at 3:1. 


No final conclusions can yet be drawn as to the volume 
of purchasing power left intact by the reform, but it is 
significant that the balances on current account of pub- 
licly owned enterprises, and probably also of Soviet- 
owned companies, not mentioned in the reform decrees, 
have been fully preserved. (Publicly owned enterprises 
in the Soviet Zone of occupation are estimated to account 
for roughly 50 per cent, and Soviet-owned corporations 
for about 25 per cent, of the total industrial output in 
that Zone.) This fact and the application of a variety 
of other preferential conversion rates suggest that the 
percentage by which the total money supply has been 
reduced is smaller than in the Western Zones. 
Sources: Newe Zuercher Zeitung, Zurich, Switzerland, 

July 25, 1948; The Banker, London, England, 
August 1948. 


Reorganization of Czechoslovakia’s 
Foreign Trade 


The Czechoslovak Minister of Foreign Trade stated at 
a meeting of the General Directors of all branches of 
industry that a new foreign trade organization had been 
agreed upon. Except for the metal working, leather, and 
rubber industries, whose foreign trade transactions will 
be managed by the producing enterprises, all foreign 
trade transactions will be conducted by state trading cor- 
porations, independent of manufacturing enterprises. 
The new organization will be put into effect by a 
number of stages. Under the first, state corporations 
trading in chemicals, glass, ceramics, paper, textiles, hops, 
and raw materials for the production of vegetable short- 
ening will be put in operation by September 1, 1948. 
Source: Zahranicni obchod (Economic Review of the 
Ministry of Foreign Trade), Prague, Czecho- 
slovakia, August 1, 1948. 


Banking Institutions in Rumania Dissolved 


By a Government decree of August 13, most Ruman- 
ian financial institutions have been dissolved. This meas- 
ure, which follows the concentration and nationalization 
of Rumanian banks, applies to all banking institutions ex- 
cept the National Bank of Rumania, the National Society 
for Industrial Credit, the state Savings Bank, the Peo- 
ples Banks, and banking institutions operating under a 
special agreement between the Rumanian Government 
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and any other government and the capital of which was 
owned by both governments. This last group includes 
the Sovrombank (the Soviet-Rumanian Bank) which by 
the end of May had absorbed the Rumanian Commer- 
cial Bank, the Rumanian Bank Society, and the Agri- 
cultural Bank. 

The decree, which affects some 50 large banks, also 
suggests that the Peoples Banks (numbering about 
2,000) may be dissolved unless they are reorganized 
within 30 days on new lines, which are not clearly de- 
scribed in the sources available. 

The functions of the dissolved banking institutions 
will be taken over by the National Bank of Rumania 
and its branches. The network of the National Bank has 
been extended by the formation of 500 new regional 
branches, 

Sources: Neue Zuercher Zeitung, Zurich, Switzerland, 
June 2, 1948; New York Herald Tribune, Paris, 
France, August 15, 1948. 


Further Unification of Prices in U.S.S.R. 


Before the monetary and price reform of December 
1947, three sets of prices existed in the U.S.S.R.: (1) 
low prices for rationed goods, (2) “commercial” prices 
charged by commercial stores for commodities either not 
rationed or identical with those rationed but also sold 
in large quantities outside of the rationing system, and 
(3) still higher prices, mostly of food sold on kolkhoz 
markets (i.e., markets on which goods are sold by indi- 
vidual members of collective farms). 

Under the price reform, rationing was eliminated, and 
ration and commercial prices were unified on a level 
somewhere between the two extremes. Prices on kolkhoz 
markets remained uncontrolled, but, in the first quarter 
of 1948, they fell to less than half the prices prevailing in 
the first quarter of 1947, since the monetary reform 
reduced considerably the money supply, the state collec- 
tion of food improved, and, consequently, the supply of 
food at unified controlled prices increased. 


In the first quarter of 1948, sales by state and co- 
operative trade establishments showed the following in- 
creases over the corresponding quarter of 1947: bread, 
72 per cent; sugar, 170 per cent; animal fats, 25 per 
cent; vegetable fats, 13 per cent; cotton and rayon 
fabrics, 44 per cent. These increases may be attributed 
only in part to greater production; part—especially as 
far as food items are concerned—was caused by an 
extensive reduction of free market trade and by elimina- 
tion of transactions in the black market to which a large 
proportion of produce had previously been directed. 


Source: Zycie Gospodarcze, Warsaw, Poland, July 1-15, 
1948. 
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MIDDLE EAST 


Egypt's Budget 1948-49 


Revised estimates indicate that Egypt’s budget for 1948- 
49 will be the highest on record; expenditures are estimat- 
ed at £E 183.4 million and receipts at £E 141.5 million, 
compared with £E 118 millionand £E 114 million, respec- 
tively, in the preceding twelve-month period. The deficit is 
to be recovered by a £E 12 million drawing on the accumu- 
lated Reserve Fund (amounting to about £E 70 million) 
and borrowings of £E 30 million to cover additional 
military expenditures. 

The principal expenditures are for defense (£E 50 
million), transport (£E 18 million), education (£E 16 
million), public works (£E 13 million), and the Five- 
Year Plan (£E 10 million). Estimated receipts from cus- 
toms duties alone account for £E 57 million. 

Source: La Revue d’Egypte Economique et Financiere, 


Cairo, Egypt, July 31, 1948. 


New Currency for Israel 


The Provisional Government of Israel has introduced 
a new currency in the Jewish-controlled sector of Pal- 
estine, to replace the existing Currency Board notes. 
The supervision of the new note issue is to be entrusted 
to the Anglo-Palestine Bank, at present banker to the 
Government of Israel. The new currency, the Israel 
pound, will be equal in value to the pound sterling. 


The cover against the new notes will be (1) gold, if 


and when available and/or deemed desirable; (2) notes — 


of the Palestine Currency Board which the public will 
be asked to surrender in return for an equivalent amount 
of the new bank notes; (3) foreign exchange balances, 
mainly sterling and dollars; (4) Treasury bills and 
short-term securities of the State of Israel; and (5) re- 
discounts. The total of (4) and (5) may not exceed 
the total of (1), (2), and (3); in practice, it is expected 
to be considerably less. The new notes will become 
legal tender and the Palestine pound will cease to be 
legal tender after September 15, 1948, but banks will 
remain free to continue exchanging Palestine pounds 
against the new ones. 

Source: The Financial Times, London, England, August 

17, 1948. 


Syro-Lebanese Customs Union 


The Syrian and Lebanese Governments have agreed 
to extend their customs union until September 30, 1948. 
Their divergent views on the proposed monetary agree- 
ment with France had threatened that union, but it now 
appears that the two Governments are gradually moving 
toward such a union, even if independent monetary sys- 
tems are adopted. However, a committee of experts, 
at present charged with the preparation of a plan for 
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a customs union, may also envisage more comprehensive 
economic collaboration. 

Syria, which had stopped sales of wheat to Lebanon, 
has recently agreed to export to that country 30,000 
tons. The receipt of this wheat, together with the 70,000 
tons produced locally and the 50,000 tons to be imported 
from other countries, will meet Lebanon’s estimated 
consumption. 

Sources: La Revue d’Egypte Economique et Financiere, 


Cairo, Egypt, July 24 and 31, 1948. 


FAR EAST 


Indian Reserve Bank Governor 
Calls for Disinflationary Policy 


Reviewing the recent economic and financial trends 
in India, the Governor of the Reserve Bank of India is 
reported to have stressed, at the annual meeting of the 
Bank’s shareholders, the need for a clear and specific 
policy to arrest high prices. In particular, he recom- 
mends a realistic budgetary policy putting an end to 
extravagant spending which creates money incomes on 
a vast scale in the face of a falling-off of productive 
effort. The expansion of bank credit had, in the opinion 
of the Governor, been prudent.and discreet. The policy 
of decontrol initiated in December last had, on the 
other hand, accentuated inflationary pressures and the 
Governor would reimpose controls. While not favoring 
this last measure, The Eastern Economist endorses the 
Governor’s plea for disinflation and observes: “The Re- 
serve Bank has warned the Government clearly enough; 
whether anybody in India will have the political courage 
of Sir Stafford Cripps or M. Camille Gutt himself in 
Belgium remains to be seen.” 

Source: The Eastern Economist, New Delhi, India, Au- 
gust 15, 1948. 


India-United States Trade 


India’s 1947 adverse balance of trade with the United 
States, which amounted to $147 million, was reversed 
to a slight extent in the first half of 1948; it is doubtful, 
however, that this represents a return to the traditional 
surplus which India has had with the U.S. 

Source: Government of India Information Services, Re- 
lease, Washington, D.C., August 10, 1948. 


Index of Indian Industrial Production 


The Eastern Economist has commenced publication 
of an index of industrial production covering twelve 
items, chief among which are cotton consumption, jute 
manufactures, sugar, steel ingots, pig iron, electrical 
energy, and coal. Since, in the absence of a census of 
production, net output values are not available, the 
items included in the index are weighted by the gross 
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output values of the various industries for the year 
ended August 1939. The index shows that industrial 
production in India reached a wartime peak of 126.8 
(year ended August 1939100) in 1943-44 then de- 
clined slowly in the next two years, and that the average 
was 105 for 1946-47. Monthly figures from April to 
September 1947 are even lower than the 1946-47 average. 
Some improvement began toward the end of 1947, 
however, and the average for the four months from 
December 1947 to March 1948 is 109.6. 

Source: The Eastern Economist, New Delhi, India, Au- 

gust 15, 1948. 


China-Japan Trade Regulations 


Under regulations regarding private Chinese trade 
with Japan, recently adopted and released by the Gov- 
ernment, exporters may sell on a cash basis and turn the 
foreign exchange proceeds over to the Central Bank in 
exchange for surrender certificates. Imports from Japan, 
however, may be only on a barter basis Approval of 
the Ministry of Foreign Affairs, Chinese SCAP repre- 
sentatives, and the Chinese Export-Import Board is 
required. 


Source: Far East Trader, San Francisco, California, 
August 11, 1948. 


UNITED STATES AND CANADA 


New U.S. Budget Estimates 


On August 15 President Truman, in his regular mid- 
year review of the budget of the Federal Government, 
estimated a deficit of $1.5 billion for the fiscal year 
1949 (the year ending June 30, 1949). This deficit 
contrasts with a surplus of $4.8 billion estimated last 
January for fiscal 1949 and with an actual surplus of 
$8.4 billion for fiscal 1948. 

The new estimate for 1949 indicates expenditures of 
$42.2 billion, nearly $2.6 billion greater than those 
estimated in January, and receipts of $40.7 billion, 
about $3.7 billion lower than previously estimated. The 
$2.6 billion increase in estimated expenditures includes 
increases in expenditures for national defense of $1.1 
billion; for veterans’ benefits of nearly $690 million; 
and for tax refunds of nearly $800 million. The new 
estimate for receipts is lower than that of January be- 
cause of the tax reduction enacted in April. The Presi- 
dent also estimated that it will be necessary later this 
year to request Congress to appropriate another $3.6 
billion for this budget, in addition to the appropriations 
already passed. He stated that “to cut Government 
revenues in the face of expanding national and interna- 
tional requirements, and at a time of increasing infla- 
tionary pressures, was obviously a grave error.” 

The largest increases in estimated 1949 expenditures 
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over actual expenditures in 1948 were for national de- 
fense, international affairs, and tax refunds. Receipts 
for fiscal 1949 were estimated as $3.8 billion below 
actual receipts in fiscal 1948. 


Source: Statement by the President Reviewing the 1949 
Budget, Washington, D.C., August 15, 1948. 


U.S. Gross National Product Continues to Rise 


Estimates of the U.S. Department of Commerce in- 
dicate that gross national product in the second quarter 
of 1948 increased to an annual rate of $248 billion. 
This compares with $244 billion for the preceding quar- 
ter and $230 billion for 1947. Seasonally adjusted an- 
nual rates of gross national product, national income, 
and personal income are given in the following table. 


I Quarter II Quarter 
(billions of dollars) 
Gross national product 243.8 248.2 
Personal consumption 
expenditures 172.0 175.1 
Gross private domestic 
investment 38.5 37.2 
Net foreign investment 3.9 3.9 
Government purchase of 
goods and services 29.4 82.1 
National income 215.1 n.a. 
Compensation of employees 133.7 133.9 
Proprietors’ and rental income 
(including noncorporate in- 
ventory valuation adjustment) 50.6 51.9 
Corporate profits and inven- 
tory valuation adjustment 26.2 n.a. 
Net interest 4.6 4.7 
Disposition of personal income 
Personal income 207.3 208.8 
Less: Personal tax and 
nontax payments 23.6 21.6 
Equals: Disposable 
personal income 183.7 187.3 
Less: Personal consumption 
expenditures 172.0 175.1 
Equals: Personal saving 11.7 12.2 


The $4 billion rise in gross national product over the 
first quarter of 1948 was accounted for largely by a rise 
in personal consumption expenditures, especially in larger 
sales of furniture and housefurnishings. For nondurable 
goods, the advance reflected mainly price movements 
rather than a greater volume of consumption. Gross 
private domestic investment was lower than in the first 
quarter, chiefly because the accumulation of business 
inventories slowed down. The increase that occurred 
in Government purchases of goods and services reflected 
larger expenditures for European aid on the Federal 
level and greater construction activity, especially high- 
way building, on the state and local level. 

Source: U.S. Department of Commerce, Press Release, 


Washington, D.C., August 24, 1948. 


British Investment in Canada 


The Austin Motor Company, Ltd., Canadian sub- 
sidiary of the British plant, has announced the estab- 
lishment of a Canadian motor car and truck production 
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plant to serve domestic requirements and export mar- 
kets of the Western Hemisphere and the Orient. The 
plant is scheduled to begin assembling cars within three 
months and initial production has been set at 200 to 
250 complete cars a week. Eventually, weekly output 
is expected to total 500 cars. 


The Austin Company’s decision to produce in Canada 
exemplifies the growing tendency of U.K. plants to 
establish Canadian branches. According to The Finan- 
cial Post, some 25 or 30 U.K. firms are now being estab- 
lished, or have recently made some direct industrial 
connection, in Canada. The trend has been encouraged 
since the U.K. Government, on July 27, authorized 
British interests to take advantage of certain facilities 
for financing new direct investments in Canada. Thus 
British firms are now being allowed to take advantage 
of the December 1946 modification of the terms of 
repayment of the 1942 U.K. loan. Originally, dollars 
accruing from the sale or redemption of Canadian se- 
curities held in the U.K. were applied toward repaying 
the loan. Now such dollars may be used for investment 
in Canada. Direct investments may also be financed by 
loans received from Canadian insurance companies do- 
ing business in the U.K. Such loans would be a direct 
obligation of the Canadian subsidiary or branch plant 
but would also be guaranteed by the parent company 
in England. Thus if the Canadian branch defaults, 
repayment could be made in sterling and held in England. 


Sources: The Globe and Mail, Toronto, Canada, July 28 
and August 18, 1948; The Financial Post, 
Toronto, Canada, July 31, 1948. 


Canadian Inventories in 1947 and 1948 


The Dominion Bureau of Statistics in Canada has 
recently resumed publication of monthly information on 
the value of inventories of selected manufacturing in- 
dustries. According to these data, the value of inven- 
tories in the majority of manufacturing industries in- 
creased steadily during 1947 but leveled off during the 
early months of 1948. The over-all rise from December 
1946 to the end of January 1948 was 40 per cent, and 
to the end of April 1948, 42 per cent. Much of the 
increase was due to price changes. In fact, the index 
of the volume of stocks held by certain manufacturing 
industries showed a rise of only 14 per cent from 
December 1946 to January 1948, and of 11 per cent 
from December 1946 to April 1948. 


In the 16 months from the end of 1946 through April 
1948, the inventories of capital-goods industries rose 
70 per cent in value, as a result of a large increase in 
inventories of the shipbuilding industry. Total con- 
sumers’ goods inventories increased 41 per cent, with 
stocks of leather tanneries up 86 per cent. Although 
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construction inventories rose 52 per cent and stocks of 
producers’ materials rose 22 per cent, the Bureau reports 
that these increases reflected price advances; physical 
stocks actually declined. 


Sources: Canada, Dominion Bureau of Statistics, Phys- 
ical Volume of Inventories in Certain Manu- 
facturing and Mining Industries January 1944 
to April 1948, and Monthly Report on Inven- 
tories and Shipments by Manufacturing Indus- 
tries, April, 1948, Ottawa, Canada. 


Canada Anticipates Good Harvest in 1948 


The first estimate of the 1948 production of principal 
grain crops in Canada was released on August 17. 
(This estimate is in the nature of a forecast and is sub- 
ject to revision in the light of actual harvesting condi- 
tions.) The wheat crop is estimated at approximately 
372 million bushels, some 31 million bushels or 9 per 
cent greater than production in 1947, and about 35 mil- 
lion bushels below the average harvest in the ten years 
1938-47. The estimated average yield per seeded acre 
is 15.4 bushels, compared with 14.0 bushels in 1947 
and a 1938-47 average of 17.1 bushels. The increase 
in yield in 1948 over 1947 will be partially offset by a 
decrease in carry-over. On July 31, stocks of Canadian 
wheat totaled 76 million bushels, compared with 87 
million on the corresponding date last year. This carry- 
over, which is 72 per cent below the ten-year average 
of 270 million bushels, reflects the postwar tendency to 
maintain exports at a high level relative to available 
supplies. 


Production of oats, barley, rye, and flaxseed during 
1948 is also expected to exceed that of 1947. Acreage 
planted to oats is expected to yield approximately 328 
million bushels, 21 per cent over 1947. Barley produc- 
tion has been estimated at 146 million bushels, 4 per 
cent over the previous year; and rye at 26.3 million 
bushels, nearly 100 per cent over the 1947 harvest. 
A near record Canadian flaxseed crop of 18 million 
bushels is anticipated, which would exceed the 1947 
yield by 50 per cent. 

Sources: Canada, Dominion Bureau of Statistics, August 
Estimate of Canada’s 1948 Grain Crops, Ot- 
tawa, Canada; Canada, Department of Ex- 
ternal Affairs, Airmail Bulletin, Ottawa, Can- 
ada, August 20, 1948. 


LATIN AMERICA 


Colombian Coffee Exports 


In the first six months of 1948 Colombian coffee 
exports, the mainstay of the country’s economy, totaled 
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2.4 million bags of 60 kilograms each, compared with 
2.3 million bags in the corresponding period of 
1947. The excess over 1947 was due primarily 
to large shipments in May and June; for the 
four-month period from January through April, cof- 
fee shipments were below those in the corresponding 
months of 1947. The May-June recovery, however, car- 
ried exports in the latter month to 500,167 bags, com- 
pared with an April low of 201,801 bags. In a com- 
parison of the 1947 and 1948 periods, it should be 
remembered that between March and August 1947 coffee 
exports were deliberately curtailed in an attempt to 
bolster prices which in March of that year began to 
decline on the New York market. The more favorable 
movement of coffee prices in the first half of 1948 is 
indicated by the New York quotations of Medellin cof- 
fee, which had an average price of about 32 U.S. cents 
per pound in that period, compared with 29.6 cents in 
January-June 1947. 


Sources: Revista del Banco de la Republica, Bogota, 
Colombia, May 1948; U.S. Department of 
Commerce, Foreign Commerce Weekly, Wash- 
ington, D.C., August 14, 1948; various issues 


of The Journal of Commerce, New York, N.Y. 


Export-Import Bank Credits to Chile 


The Export-Import Bank announced on August 19 
that it had extended a credit of $1.2 million to Fabrica 
Victoria de Puerte Alto of Santiago, Chile. The credit 
will be used to complete a $6 million expansion program 
involving the purchase and installation of U.S. machin- 
ery for the production and spinning of rayon filament 
yarn and staple fiber. The terms provide for repayment 
in approximately equal semiannual or annual install- 
ments over a five-year period, with interest at 44 per 
cent per annum on outstanding balances. The credit 
is unconditionally guaranteed by the Banco de Chile. 


Credit was also granted to the Machine Affiliates, Inc., 
to aid in financing the sale of about $650,000 of machine 
tools, cranes, and foundry equipment to Manufacturera 
de Metales. The Bank has agreed to purchase the obli- 
gations of Manufacturera de Metales unconditionally 
guaranteed by the Banco de Chile in an amount not to 
exceed $375,000. The loan is repayable in 14 quarterly 
installments beginning January 1, 1949 at 4% per cent. 
Availability of exchange for the servicing of obligations 
under the two credits is to be guaranteed by the Chilean 
Exchange Control authorities. 


Sources: The Export-Import Bank of Washington, Press 
Release, Washington, D.C., August 19, 1948; 
La Prensa, New York, N.Y., August 21, 1948. 
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AUSTRALIA AND NEW ZEALAND 


Australian Exchange Rate 


The appreciation of the New Zealand pound has pro- 
voked further discussion concerning the Australian ex- 
change rate. The Prime Minister of Australia has re- 
affirmed his Government’s intention not to revalue the 
Australian pound at the present time, and some observers 
reiterate the view that Australian interests will be served 
best by maintaining the existing rates so long as sterling 


keeps its present value against the hard currencies; others, . 


however, in spite of the evident differences between the 
two economies, consider that strong psychological pres- 
sure on the level of the Australian pound will result. 
Sources: The Times, London, England, August 21, 1948; 
The Financial Times, London, England, Au- 
gust 21, 1948. 





Australian Dollar Earnings 


The Commonwealth Bank of Australia has recently 
revealed that Australian wool has been offered to Amer- 
ican interests by intermediaries in Europe and elsewhere 
at appreciable discounts. Immediate corrective action 
is necessary to prevent the threat to Australian dollar 
earnings which might otherwise reach serious propor- 
tions. The Bank has warned exporters to look closely 
at orders from unusual continental and other quarters. 
In the future, extra export licenses for wool shipments 
to non-sterling countries—apart from Canada, New- 
foundland, the United States and other parts of the 
American area, Argentina, Switzerland, and Belgian 
monetary areas—will be issued only on the recommenda- 
tion of the Exchange Control after it has been satisfied 
that genuine sales to such countries for European con- 
sumption are involved and that re-export to, for example, 
the U.S. will not take place. 

Source: The Wall Street Journal, New York, N.Y., Au- 
gust 20, 1948. 


Change in New Zealand Exchange Rate 


~The New Zealand Minister of Finance announced 
last week that the New Zealand pound would be appre- 
ciated to parity with sterling, stating that this action 
was necessary to correct the growing disparity between 
New Zealand prices and those prevailing in other coun- 
tries. In the short run, trade should not be seriously 
inconvenienced since many export goods are sold to the 
United Kingdom under long-term contracts at prices 
fixed in sterling, while imports, as well as being subject 
to a strict control, are at present limited as much by 
the non-availability of foreign goods as by the import 
price level. Domestic inflationary pressure, which is a 
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serious problem, could be lessened by allowing a larger 
volume of imports to enter the country, but the balance 
of payments position is hardly strong enough to warrant 
such action. The contraction of the domestic incomes 
of primary producers will also be a disinflationary influ- 
ence; but if these incomes were allowed to fall by the 
full 25 per cent, production might be seriously dis- 
couraged. Primary producers had been demanding 
higher prices before the conclusion of the recent long- 
term contract with the U.K., and the Government has 
now announced that it will, if necessary, negotiate a 
guaranteed price procedure to cover costs. The Finan- 
cial Times quotes the view that the act of making exports 
less competitive may have dangerous results in the long 
run. 
Sources: The Times, London, England, August 20, 
1948; The Financial Times, London, England, 
August 20 and 21, 1948. 


AFRICA 
Tangier-Sterling Area Payments 


Payments between the sterling area and Tangier are 
to be on a bilateral basis. As of August 13, Tangier 
Accounts have been introduced, and sterling held in 
them is freely available for making payments within the 
sterling area. Payments of sterling into Tangier Ac- 
counts can be made from other Tangier Acounts or, 
subject to permission, by a resident of the sterling area. 
For purposes of the British exchange control, Tangier 
has hitherto been one of a group of “Other Countries” 
between which sterling was freely transferable, and 
which could receive sterling from Transferable and 
American Accounts, as well as from sterling area resi- 
dents under permission. These funds could be used to 
make payments within the sterling area. 

Source: The Financial Times, London, England, August 
14, 1948. 











International Financial News Survey, written by 
members of the staff of the Fund, is based on materi- 
al published in newspapers, periodicals, official docu- 
ments, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. There- 
fore any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 
Since space limitations prevent a complete or ex- 
haustive presentation of all relevant news items, 
preference is given to material which bears most 
directly on the business of the Fund and which 
may not have been covered widely in the press 
throughout the world. 
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